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Pear Sir  or fladam: 

W e  have considered your a p p l i c a t i o n  for recognition of e:,;enption from federa l  
income tax under s e c t i o n  501 ic) ( 6 )  of t h e  Interna l  Re~eaue Coda and have 
d~tcrmincd t h a t  you d o  not  ql t s l i fy  for  exemption under that sect ion.  Out 
reasons  for this conclusion and the f a c t s  on v h i c h  i t  i s  based ard  e x p l a i n e d  
belcv. 

vot.~ were organized on **** *  **** exclusively for  the purpose of meetinq 
j c i n t l y  to  d i s c l ~ s s  a -?n?orls so f tva re  and to  o f f o r  improve~ent suaq&stions t o  
s a i d  -<endor. 

Your income i s  derived from start  up  funds received from ****** ***********  .  
arid ee~ttbership dues .  Your expensss trerf for meetings and o f f i c e  s u p p l i e s .  

Your rnanbersbip is composed s o l e l y  of insurance agencies u s i n g  or 
contsmplatinu the uso cf automation in their day-to-day operat ions .  You also 
s t a t c d  tha t   embers ship i s  avai1abl.e t o  any user of* ****** *******  ***  .  

Section 501(c)(Sf of the Internal Re~enue Code provides for  exemption of 
business leagues,  chambers of ccrumerce, real astate  boards, boards of trade,  
and professional f o o t b a l l  leagues, which are not organized for profit and no 
part of tho net earnings of! vbicb inures  to  the benefit of any p r i v a t e  
shareholder or indi~idual. 

Sect ion  1.5011~) ( G I - P  of the Income Tax Regulations states that a business  
league is an association of persan having some comraon business interest ,  the 
purpose of which i s  t o  promote such common interest and not to engage i n  a 
regular business  of a kind ordinari ly  c a r r i e d  on for profit .  Its ac t iv i t i e s  
should be directed to the  improvement of business conditions of one or more 
lines of business a s  d i s t inguished  from t h o  performance of particular services 
for i n d i v i d u a l  persons. 
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Revenue Ru l ing  6 7 - 7 7 ,  p u b l i s h e d  i n  Curnuiatiq..e Bt-l l lc t in  1963 -1  on paqr! 333 ,  
h e l d  t h a t  a n  o r p a n i z a t i : ? n  r c m ~ o s e d  of Sca le r s  in a c e r t a i n  rmkc o i  au tomobi le  
i n  a d e s i g n a t e d  a r c a  o r g a n i z e d  and ~ r c r a t e d  f a r  t h e  ~ r j m a r v  purposa of 
f i n q n ~ i n g  per1er:al a8::o:tici.ng campaigns  C,a p rcnc t e l  v i t h  funds  c o n t r i b u t e d  by 
dealer membors, t h e  o a i a  of t h a t  makc cf au tomob i l e  sas  n o t  entitled t o  
s;:e:nption under szc:tic>n 5 0 l ( c i  i b ? .  The r a t i o t 2 a l ~  bchj.nd t h i s  dcjnial  of 
exemption was t h a t  tha o r g a n i z a t i o n  xqas pe r fo rming  p a r t i c u l a r  s ~ r v i c e s  f o r  i t s  
metfibers . 
Roirnntii; R u l i n g  68-182, plnblishod i n  Cosulative B u l l a t i n  14168-1 on paqs 263,  
a t a t s s  t h a t  i t  i ~ .  t h o  p o n i t i o n  9f t h e  In t e rna l  Rcvcrtua S e c v c c  t h a t  
o r c r a n i z a t i o n s  promotiaj s s i n g l c  b rand  o r  p r o d u c t  ~ i t h i n  a l i n e  of b u s i n e s s  d o  
not q u a l i f y  f o r  e~enptlon froin fr-deral. income t a x  under s e c t i o n  501Cci (6) of 
t h e  c313de. 

Revenue R u l i n g  74-116 ,  publi~hed i n  ~ : u ~ u l a t i v c  R l t l l e t i n  1974 -1 ,  on page 127, 
held that an crganization ?--hose rnembershjp i s  l i m i t e d , t o  o r g a n i z a t i o n s  t h a t  
o m ,  r e n t  or usa a s p e c i f i c  type o f  ccmputer and whose s c t i : : i t i e s  a r e  dasigned 
to  keep ~~embers  informed c f  current s c i e n t i f i c  and technical d a t a  of s p e c i a l .  
i n t e r e s t  t o  them ss users  ~f t h e  rczputar  i~ n o t  exempt under s e c t i o n  
501 ( c ' ,  ( 3 ) .  

From t h e  in fo rmat ion  y ~ u  h 3 ~ 3  s l ~ b m i e t c d ,  and ~ r h i c h  has  been c i t e d  in t h i s  
l e t t e r ,  ycur orgaf i iza t j .cn  i s  s i m i l a r  to t h ~  o r g a n i z a t i o n s  d o s c r i b e d  in Rovenue 
E u l i n g s  74-116 and 68-132 cited abo:?~.  Xlthouqh your s r g 3 n i r a t i o n  h a s  applied 
under ssction 501!c! ( 6 )  rather than S O l ( c i  ( 3 ) .  t h e   rational^ of Rsvonue Ru l ing  . 
-;.I-3.16 is  apgli.ca5le undcr 5Olic) (Or also. AS noted i n  R.evi?nue R u l i n g  68-182, 
yo1.1 a r e  prornclting the vss .=f 3 s i r t g ? ~  earnputor softrrak~i  and not an c:ntjre l i n e  
of L~~s ines s .  

Your a c t i v i t i e s  a re  aimed a t  assisting your mombers i n  t h e i r  use of ****** 
************  s c f t ~ ~ a r e  and are not directed to ?he i ~ ~ p r o r e n > a n t  of business 
ccnditions for t h e  entire industry. 

Thsrcfore, we have cancluded t h a t  you Rn not q i . i a l i f y  for  exsrnption from 
federal  income tax as an organizet ian descrlbqd 5n s e c t i o n  5OX(c ) (5 )  of t h e  
Code. In accordancs w i t h  this determination you a r e  required t o  f i l e  federa l  
incame t a x  r e t u r n s  on Form 1120. 



Er!closura: P u b l i c a t i c n  842  
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If you do not  agre.r? .v i . th  0 t . 1 ~  d e t a ~ m i n a t i a n ,  you ma:, reqr.test consiclb?rat ion of 
this m a t t c r  by t h e  Office of Reaiona2 Director of A p p e a l s .  To do this ycu 
s h ~ u 2 3  fiic a sritten a p p e a l  a s  ezp la ined  i n  t h e  enclese? Publ.i.cation 892. 
P G U ~  a p p e a l  shou3.d p i y e  t h e  facts, la:?, and any o thcr  informat ion t o  suppnrt 
your position. If 5'0s  ant a ktecrinq, please  request it :.ihen you f i l e  your 
appea l  and you u i l l  be contact-ed tc arrange e d a t a .  The  hear inq  may be h e l d  
a t  t h e  regianal office, o r ,  if you r e q u e s t ,  a t  any mutually convenient 
d i s t r i c t  o f f ice .  I f  you will ba reprrssnted by son$ ,one vho i s  not  one of 
yo,lr p r i n c i p a l  0fficer3~ t h a t  person r . r i l l  n a s d  to fil.:, a power of attorney or  
",az a u t h c r i z a t i c n  7 ; i i t f :  11s. 

If you h a v e  any questions, please c o n t a c t  t h g  parson ??hose naina 2nd t e l ephone  
naaber a r e  shown i n  t h e  heading of t h i s  l e t t e r .  


